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Abstract - This study was to determine which factors of Total Quality Management (TQM) and Human Capital Management 
(HCM) that improve product quality of herbal industry in Malaysia. To establish a flexible data collection tool, a 
questionnaire was developed to measure the outcomes of herbal product quality. Regression analysis and confirmatory factor 
analysis were utilized to test the hypotheses claim in the study. It was found that quality maintenance and  visionary leadership 
were having a high beta coefficient with product quality, confirming that maintenance of quality is a more important factor that 
increases product quality and customer satisfaction in the contexts of Malaysian herbal industry. Consequently, this study 
provided further evidence of the hypothesis made. Through these findings, the quality standard of Malaysian herbal products 
will be achieved and established.   
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I. INTRODUCTION 
 
World Bank released herbal market expectations data 
in year 2008 that amounted to USD 200 billion (RM 
760 billion) and will increase to USD 5 trillion (RM19 
trillion) in 2050 (World Bank, 2008). This reflects the 
optimistic growth expectations by 14 per cent per 
annum. The value of herbal industry in Malaysia was 
about RM 17 billion in 2013 (Zakaria, 2015).  
The trade value of herb sector was expected to reach 
over RM2 trillion by 2020 as compared to RM 777 
billion worth in 2009 (Bernama, 2013). To sustain and 
boost trade value in herbal industry, Malaysia needs a 
visionary leadership and   quality herbal product. 
Quality maintenance and visionary leaders are among 
the key factors confirming the success of an 
organization in improving herbal product quality. A 
leader is an agent of change, a person who affect other 
people in an organization and triggers motivation and 
competencies of others in an organisation (Bass, 
1985). 
In Malaysia, most herbal industry owners are 
inherited from family business (Paul  et al., 2013). 
Therefore, visionary leadership plays a very important 
role to increase product quality and motivate family 
members in herbal industry.    
 
II. METHODOLOGY 
 
This study used qualitative and quantitative methods. 
In both methods, the probability sampling approach 
using purposive sampling technique was used. In 
qualitative method, the voluntary respondent through 
indication of future participation was considered as 
purposive sampling. This was purposive because the 
respondents had participated earlier in the 
quantitative method and knew the reason for 
participation in further research using the qualitative 
approach.  
The respondents were purposely targeted because of 
their quantitative participation experience. 
In this research, 400 survey forms or questionnaires 
were distributed to employees of 23 herbal companies 
in Malaysia that registered with National 
Pharmaceutical Control Bureau (NPCB). The 
response rate was 75%.     
      
III. FINDING AND RESULTS 
 
In order to confirm that the structural model fit the 
data, the model in Figure 1.0 was evaluated in the 
terms of goodness of fit indices. A good fit to the 
sample data provides support for the hypothesised 
model (Cunningham, 2008). Parameter estimates 
together with coefficient values were examined for 
hypotheses testing purposes. Parameter estimates 
were used to generate the estimated population 
covariance matrix for the model (Tabachnick and 
Fidell, 2007). The variance estimate was divided by its 
standard error (S.E) to derive Coefficients’ values. 
The parameter was statistically significant at the .05 
levels when the critical value (C.R) or z-value was 
greater than 1.96 for a regression weight (standardised 
estimates). 
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Figure 1.0: Final Structural Model 
 
From the standardised regression estimation, it was 
found that beta coefficient of quality maintenance and 
quality improvement was having high influence on 
product quality by 18.1% and 0.16.5%. Similarly, the 
impact of HCM factors (internal-external cooperation, 
visionary leadership, employee fulfilment) was 
significant at p value of 0.05 whereas learning 
organization was found to be not significant (p=0.959 
i.e. >0.05).  
The structural analysis was conducted to determine 
the product quality measurement as a latent construct 
and to confirm the influence of TQM and HCM 
constructs used in the present study with four 
independent constructs. The hypothetical model was 
run on the 48 items of the factors. The results of the 
CFA succeeded in configuring the important factors. 
The hypothesised path related was statistically 
significant after examined the path coefficients and t 
values for the initial structural model. Square multiple 
correlations also confirmed that TQM and HCM 
factors were indicators for predicting the product 
quality of the herbal industry. Therefore, the path 
analysis in the form of re-specified structural model 
was assessed. From the assessment, the goodness of fit 
indices show that the model was acceptable; with a (χ2 
= 1376.840, df = 953, χ2 /DF = 1.440, P=0.000, TLI = 
0.939, CFI = 0.943 and RMSEA=0.039).  
As suggested by Carmines and Zeller (1979), the 
acceptable threshold value for the factor loadings is 
0.70 or above. Further this threshold value of factor 
loadings above 0.7 were also acknowledged by 
(George and Mallery, 2007). In contrast with the 
threshold value of 0.60 suggested by Hair et al, (2010) 
and due to the issue of redundancy with high 
modification indices, these items were discarded from 
the final model. Similar removal of items with 
redundant and low variance were removed by Richins 
(1980) for developing and defining measures along 
with data reduction techniques performed by them.  
The result of square multiple correlation showed that 
the model fit criteria were solved and there was a high 
correlation between the TQM and HCM factors with 
product quality. The finding of the study was 
considered a very active and important since the 
overall square multiple correlation was found to be 
0.54 (54%) with the significant standardised 
regression weights of all the constructs and items. 
Finally, from the results of the re-specified model, it 
could be seen that the AGFI (0.8) (Acceptable fit 
criteria) and RMSEA less than (0.08) is fit (Hooper, 
Coughlan, and Mullen, 2008). This showed that the 
measurement model has a good fit with the data. Thus, 
overall, the model was fit. The summary of the 
hypothetical testing is presented in Table 1.0 
 
Table 1.0: Summary of hypothesis Testing 
Hypo. Details Result 
H1: There is a positive 
relationship between 
quality maintenance and 
product quality 
Supporte
d 
H2: There is a positive 
relationship between 
quality improvement and 
product quality 
Supporte
d 
H3: There is a positive 
relationship between 
process management and 
product quality 
Supporte
d 
H4: There is a positive 
relationship between 
continuous improvement 
and product quality 
Supporte
d 
H5: There is a positive 
relationship between 
internal-external 
cooperation and product 
quality 
Supporte
d 
H6: There is a positive 
relationship between 
learning organization 
and product quality 
Not 
Supporte
d 
H7: There is a positive 
relationship between 
employee fulfilment and 
product quality 
Supporte
d 
H8: There is a positive 
relationship between 
visionary leadership and 
product quality 
Supporte
d  
 
CONCLUSION      
 
The survival and growth of a company in today's 
challenging marketplace required high commitment 
to meeting customer needs through communication, 
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planning and continuous process improvement 
activities. By inculcating this culture change, the 
quality of product and service of a company can be 
improved as well as the employee attitudes and 
enthusiasm. The quality model would be able to 
support employees for continuous process 
improvement emphasizing prevention activities and 
problem solving techniques. The result illustrates the 
positive effect on the Malaysia herbal industry once 
the organization applies the quality model concept in 
their company. Therefore, when herbal industry 
producers use this quality model, the products will 
meet standard quality requirement which can be 
marketed and sustained.   
 
ACKNOWLEDGEMENT 
 
Thank you for the UMP Advanced Education through 
the UIC 170809 research grant which has been 
together in realizing the development of entrepreneurs 
and financing this presentation. 
 
 
 
 
 
 
REFERENCES 
 
[1] Bass, B.M. (1981).  Stodgill’s Handbook of Leadership.     Free 
Press.  New York. NY  
[2] Bernama. (2013, December 13). Malaysia’s lucrative herbs 
market. 
[3] Carmines E,Zeller RA(1979). Reliability and validity 
assessment. Beverly-Hills, CA Saga Publications. 
[4] Cunningham, E.( 2008). A Practical Guide to Structural 
Equation Modelling Using Amos TM.                
[5] George, D. and Mallery, P. (2007). SPPS for windows step by 
step: A simple guide and reference 14.0 update. Pearson 
Education, Boston.  
[6] Hair JF, William CB, Barry JB,Rolph EA(2010).   Multivariate 
data analysis 7thEdition. 
[7] Hooper, D., Coughlan, J.and  Mullen, M (2008) .:     Structural 
Equation Modelling: ... Electronic Journal of Business Research 
Methods Volume 6 Issue 1 2008  
[8] Paul, K.C., Hamzah, A., Bahaman, S.A., Ismi I.A. and D’silva 
L.J. (2013). Development Of Rural Herbal      Entrepreneurship 
in Malaysia. International Journal And Management, 8(18), 
95-100. 
[9] Richins, Marsha L. (1980), "Consumer Perceptions of Costs and 
Benefits Associated with Complaining," in Refining Concepts 
and Measures of Consumer Satisfaction and Complaining 
Behavior (eds.) H. Keith Hunt and Ralph L. Day, Bloomington 
IN: Indiana University. 
[10] Tabachnick, B.G. and Fidell, L.S. (2007), Using  Multivariate 
Statistics (5th ed.). New York:     Allyn and Bacon 
[11] World Bank Data Facts ( 2008). Jangkaan Pasaran  Herba    
Dunia.  
[12] Zakaria, H. (2015). Review of policies and issues in the 
Malaysian Herbal Industry. from 
http://ap.fftc.agnet.org/ap_db.php?id=395 
 
 
 
 
 
 
